












This paper uses micro-data from two national panel surveys to analyse the flow of wealth 
from residential property onto households’ balance sheets, where it is available for 
discretionary spending. The examples are Australia and the UK – two of the world’s most 
entrenched nations of owner occupation, both with relatively complete mortgage markets. We 
focus on the early 2000s, which set the scene for an unprecedented wave of housing equity 
withdrawal. We consider equity released through sales and through additional borrowing. 
The findings show that equity extraction overall is not only (or even) a function of higher 
incomes, greater wealth and older age. Rather, it occurs across the life course, and is linked to 
pressing spending needs. We draw attention in particular to the growing social and economic 
significance of in situ equity borrowing – a practice whose financial buffering effects may 





Economists are increasingly interested in the extent to which the wider economy is sensitive 
to, or insulated from, elements of the housing cycle (Duca et al. 2010). One aspect of this 
turns on the ‘wealth effects’ of housing. Some question the extent to which home prices 
impact directly on consumption (Attanasio et al. 2005; Attanasio and Weber 2010); others 
debate the magnitude of housing’s wealth effects relative to those of other financial assets 
(Bostic et al 2006; Campbell and Cocco 2007; Carroll et al. 2011; Case et al. 2005; Dvornak 
and Kohler 2007; Poterba, 2000). Most agree that in economies with liberal financial 
systems, housing’s wealth effects are marked (Muellbauer 2012).  Probing further, there is 






‘collateral effect’ (Ebner 2010; Greenspan and Kennedy 2007; Muellbauer and Murphy 2008; 
Schwartz et al. 2008). Other questions about the varied channels from housing wealth to 
consumption are less well explored (Holmans 2001; Holmans and Froszrega, 1997; Smith 
and Searle 2008), and much more is known about the link between housing wealth and the 
resilience of whole economies, than about the implications of these wealth effects for 
households’ financial fortunes. This paper was conceived, in part, to bridge that empirical 
gap. 
 
Sociological interest in the salience of housing assets has also blossomed of late, as attention 
has turned to the changing role of housing wealth and mortgage debt in households’ wider 
welfare. This is particularly pressing in ‘home-ownership’ societies like the UK and 
Australia, where housing is the major wealth-holding for the majority of households, and 
mortgages account for the bulk of personal debt (Bridges et al. 2006; Wood et al. 2010b). 
This literature is explicitly concerned with the myriad options owner occupiers have to draw 
from housing wealth to meet certain spending needs through various styles of housing equity 
withdrawal (HEW). There are separate bodies of work on the changing role of housing 
wealth in inheritance (Hamnett 1991; Rowlingson and McKay 2005; Thorns 1994), on the 
pros and cons of equity release in older age (Ball et al. 2011, German 2012), and on the 
predictors of mortgage equity withdrawal (MEW) among those of working age (Parkinson et 
al. 2009; Wood et al. 2012). There is also growing interest in how these opportunities for 
equity extraction impact on the role of housing wealth as an asset base for welfare (Doling 
and Ronald 2010; Lowe et al. 2011; Smith et al. 2009). This paper offers an empirical 
benchmark for such deliberations, and attempts to accommodate them within a single 
framework. 
 
Both these (economic and social) debates are inspired by the growing significance and 
increased fungibility of housing wealth in the run up to the recent financial crisis – a time 
when housing markets were liquid, regulatory regimes relaxed, mortgage contracts flexible, 
and credit cheap and in good supply. All this had a bearing on the width of, and relationships 
between, the various channels from housing wealth to consumption. This paper provides a 
map of that changing landscape. 
 
To that end, we draw from the national panel surveys of Australia and the UK, for the first 
decade of the millennium. Australia and the UK are apposite examples, being two of the 
world’s most entrenched nations of owner occupation, with a diverse housing stock, 
relatively complete mortgage markets, and a comprehensive range of options for HEW. There 
are institutional differences in the housing systems of the two countries, but rather more 






USA, or indeed, with any other high home ownership jurisdiction. The unusual availability of 
closely comparable panel datasets is an additional spur to this exercise (as explained below). 
 
We begin with an overview of data and methods, followed by a short account of the scope for 
HEW via different mechanisms or channels. The bulk of the analysis falls into two further 
sections. First, we focus on households’ balance sheets, charting the sums extracted as HEW 
and assessing their implications for incomes and expenditures. Second, we look to more 
sociological themes, exploring the characteristics and circumstances that precipitate different 
styles of equity withdrawal. The findings, as anticipated, inform a range of economic debates; 
they also engage with the concerns of social policy. 
 
Channels of Equity Withdrawal: Data and Definitions 
 
The analysis draws from two nationally representative panel surveys: the British Household 
Panel Survey (BHPS) and the survey of Household, Income and Labour Dynamics in 
Australia (HILDA). These surveys are based on similar sampling designs and data collection 
methods, and contain large numbers of directly comparable housing variables. Such 
similarities are rare; they create a unique opportunity to match the inter-temporal equity 
withdrawal behaviour of owner-occupiers across two countries whose juxtaposition already 
merits attention. Behavioral patterns observed across jurisdictional boundaries carry more 
weight than if found in one country alone, and whether they indicate similarities or 
differences such findings may motivate further comparative research.   
  
The BHPS began as a panel of approximately 5,500 households in 1991, which was boosted 
by regional subsamples from Scotland, Wales and Northern Ireland, embracing 10,631 
households by 2001. HILDA runs from 2001 with a starting panel of 7,682 households. Both 
surveys track the original household members through time, and contain a record of key 
socio-economic, financial and attitudinal changes among respondents across their life course. 
The last year of the BHPS (prior to its absorption within Understanding Society) is 2008, and 
this paper covers the common years with HILDA, namely 2001-2008. This is an important 
timespan, tracking the fortunes of owner occupiers in two countries through the peak and into 
the downturn of a housing cycle that was distinctive for its global reach (Kim and Renaud 
2009; Renaud and Kim 2007). 
 
The analysis includes all households living in private dwellings between 2001-2008 who 
were home owners or buyers at any time during that period, viz: all home owners in 2001; 
renters who became home owners after 2001 and before the end of 2008; those who were 
dependent children in 2001 but later formed new owner-occupier households; partners of 






and moved into non-private dwellings such as nursing home institutions between 2001 and 
2008;
 
 and multi-income unit owner households. 
 
Because BHPS and HILDA are annual panel surveys, our measures of the incidence and 
magnitude of HEW have a one-year accounting period. That is, each episode of equity 
extraction (or injection) refers to the net change over a reference year in a household’s self-
reported outstanding mortgage debt (together with self-reported sale and purchase values for 
movers, and, where appropriate, self assessed property values). Most household surveys rely 
on self-reported financial variables. Neither BHPS nor HILDA is an exception so there are, as 
might be expected, some caveats concerning data quality.  
 
There are, for example, missing mortgage debt values in both datasets. In the BHPS, the 
annual incidence of non-reporting of mortgage debt by owner-occupiers ranges from 7.9% to 
12.8% over the period of analysis (2001-08), or 10.4% on average. This is low in comparison 
with some other UK surveys (Smith and Searle 2008). In HILDA, the incidence is lower still, 
ranging from 2.3% to 3.9%, or 2.8% on average. Some implications of these missing values 
are discussed in Parkinson et al. (2009), while parallel qualitative work leads us to conclude 
that over an annual cycle, borrowers have a good sense of whether or not their outstanding 
mortgage debt has increased (Smith et al. 2009).  
 
The panel surveys also rely on self-assessed house prices. While the large size of housing 
transactions implies reasonably accurate recall of sale prices achieved within a year, existing 
studies have yet to reach consensus on whether home owners’ self-reported values in the 
absence of sales accurately reflect the market values of their homes. Agarwal (2007), 
Goodman and Ittner (1992) and DiPasquale and Somerville (1995), for example, found that 
home owners’ self-reported house values are somewhat higher than market values. On the 
other hand, Kennickell and Starr-McCluer (1997) and Bucks and Penns (2006) argue that 
most home owners report their house values accurately.  
 
The approach in this paper also relies on matching pairs of observations across adjacent 
waves to calculate whether or not equity has been extracted between any two years. Wave-
on-wave attrition is inevitable in panel surveys. In the BHPS sample, the wave-on-wave 
attrition rate ranges from 7.2% to 16.5% over the period of analysis, or 9% on average. In the 
HILDA sample, the wave-on-wave attrition rate ranges from 7.7% to 13.8%, or 9.9% on 
average. For our purposes, there is no reliable means of compensating for this attrition. 
However, to put this into context, a household who was an owner-occupier throughout the 
study period has, using measures designed for this study, a maximum of seven potential 






Australia, and almost thirty-four thousand for the UK. To identify which among these are 
realized, we measure three styles of equity extraction. 
 
Traditionally, the major mechanism for HEW is the ‘selling up’ of whole homes to release 
the unmortgaged equity within them. For owners, this must occur at the end of life, in the 
euphemistic guise of ‘last time sales’. The option actively to exit from ownership is, 
nevertheless, available across the life course. Indeed, because this paper focuses on equity 
extraction behaviours, our measure of selling up is limited to those who go on to rent. Where 
appropriate, and as a benchmark, we also provide estimates relating to last time sales. 
 
To measure equity withdrawal by selling up, we thus select households living in owner 
occupied homes in wave t-1, and moving into rentals in wave t (for last time sales, we note 
exit from the survey due to death in wave t). The amount withdrawn is simply the housing 
equity held in the home that was sold. Some households move to rent without selling their 
previously owner occupied home (perhaps because their move is tentative or temporary). 
These are excluded from BHPS, as are their proxy – temporary movers – from HILDA. 
Where selling up is prompted by separation and divorce, we assume the outstanding equity is 
split evenly between the ex-partners.  
 
HEW can also be achieved through trading on within owner-occupation. Conventionally, 
trading on is positioned within a housing career framework, and regarded as the key means 
by which home buyers move up the property ladder, rolling over their capital gains and/or 
increasing their mortgage to facilitate this.  In practice, however, trading on embraces a 
variety of other behaviours. These may be neutral to equity and debt: swapping homes for the 
same price and the same size of mortgage, for example. Alternatively, trading on can – 
whether the move is to a higher or lower value property – be used to engage in various 
combinations of equity release and MEW. For example, this tactic can be used to cash in the 
difference in value between one (high priced) home and the next (lower priced) purchase. In 
this case it would, like selling up, be a simple equity release transaction. Trading up or down 
may equally involve an element of MEW (where the size of the new mortgage exceeds that 
needed to cover the difference in value of the traded properties). So trading on offers a mix of 
equity release and MEW, for those who wish, are willing, or have no choice but, to move 
home. This is curiously under researched, even though Turner and Yang (2006) argue that it 
helped fund a wave of early retirements in Europe during the early years of the new 
millennium. 
 
Here, our calculations of HEW through trading-on are made by first selecting households that 
have moved between adjacent waves, and then comparing housing equity (house value minus 






t-1. A decreasing housing equity position shows that households have used the move as an 
opportunity to withdraw equity; an increasing housing equity position shows that households 
have rolled over their capital gains, and possibly used other assets to pay down outstanding 
debt. 
 
Finally we measure a style of MEW best described as in situ equity borrowing. We use this 
term to signal that the funds released are available for discretionary expenditure (including, 
say, reinvestment into housing, which some definitions of MEW exclude). In its more 
traditional form (its only form in some jurisdictions) equity borrowing involves remortgaging 
(or refinancing, as it is called in the USA), to use rising home prices and lower interest rates 
to increase outstanding secured loans without moving home. In relatively complete mortgage 
markets, such as those in the UK and Australia, on the other hand, many households hold 
contracts that allow them routinely to extend their borrowings (to pre-agreed limits). 
Cheques, credit cards and cash withdrawals are added to the outstanding mortgage debt; just 
as wages, savings and other cash injections are used to offset previous borrowings. This 
means that instead of mortgages simply spreading incomes across the life course (enabling 
mortgagors to offset their high outlays today against the lower housing costs of outright 
ownership in older age), they can be used to bring forward consumption (or indeed any 
element of discretionary spending, for example, for debt consolidation or portfolio 
diversification) across any time period in the term of the mortgage (Smith et al. 2002). 
 
Our measure of in situ equity borrowing selects households that have not moved between 
adjacent waves, and compares outstanding debt in waves t and t-1. Increased mortgage debt 
signals in situ equity borrowing; decreased debt is termed equity saving. Where the 
outstanding mortgage debt is unchanged it is also interpreted as equity saving (strictly, this 
presumes that home values are rising, which, for much of the study period they were; 
however, the important point is that the label ‘equity saving’ marks the absence of active 
equity borrowing). Separation or divorce can trigger the departure of one partner while the 
other remains in the family home. In these circumstances the outstanding debt reported by the 
couple before separation/divorce in wave t-1 is compared with that reported by the in situ 
partner in wave t. 
 
The analysis herein based on the above household measures. However, an aim of the wider 
study is to identify a range of characteristics that enhance or depress the likelihood of equity 
extraction, some of which (like age) are better measured for individuals. Where such 
measures are required, we take them from the person (and where appropriate also their 
partner) identified by each survey as having primary responsibility for the household’s 
finances. Annual episodes of equity withdrawal are then tagged to that person’s (those 







Setting the Scene 
 
We begin, in Table 1, with a map of the potential for HEW in the UK and Australia in the 
years 2001-8, as measured by the two surveys. This gives sample numbers (unweighted) of 
households who sold up (and moved into rental housing), traded on, or remained in situ 
during each of the years ending 2002 through 2008. Totals refer to the number of annual 
cycles (episodes) in the study period during which owner-occupiers (outright owners and 
mortgagors combined) had the opportunity to withdraw (or not withdraw) equity by one or 
more of the three defined channels. Unsurprisingly, the data show that most households 
remain at the same address between adjacent years: staying put accounts for over ninety per 




Among the minority who move from year to year, the common strategy is to trade on within 
owner occupation. This accounts for just under four per cent of cycles in each jurisdiction, 
and the trend is towards a slight decline across the study years.  Nevertheless, it is more 
common than selling up – a tactic which accounts for less than one per cent of UK, and 2.5% 
of Australian, episodes. That this is a minority activity unsurprising, as it goes against the 
grain of the traditional housing career to leave home ownership once that tenure is attained.  
There is, however, a notable difference in the way residential relocation works in the two 
countries: 40% of moves in Australia, compared with just 16% in the UK, involve a tenure 
shift from owning to renting. This may reflect the institutional characteristics of the 
Australian rental sector: it is larger than that of the UK, dominated by private landlords, 
advantaged by tax incentives, and contains good opportunities for middle income households.   
 
Table 2 is a map of actual HEW, which, it seems, is a common event. There are more than 
5000 episodes of equity withdrawal in each jurisdiction across the study period; that is, fully 
one in five of the total cycles available (22% in Australia, 18% in the UK). Less than half the 
households who engage in such activity (47% in the UK, 45% in Australia) do so just once 
across the seven accounting years. This means that more than one-half of the owner occupiers 
who withdrew equity at all are serial equity extractors; indeed, over a third withdrew equity 




Comparing the totals in table 2 with those in table 1 it is clear that residential relocation 






accounts for less than four per cent of all episodes, but fully eight per cent of equity 
extraction cycles in both countries; selling up is similarly over-represented by a factor 
exceeding four.  Trading on is a housing pathway in which equity injection (not withdrawal) 
is the traditional expectation, so it is notable that a high, and increasing, proportion of such 
moves across the study period were in practice used to release equity rather than add 
leverage. Prior to 2005 around a third of those who traded on also extracted equity (somewhat 
under one in three in the UK, somewhat over that in Australia). By the end of the study 
period, close to half such transactions in both countries produced a net cash gain (the figure 
peaked at 54%, was attained in 2007-8 for the UK, and in 2004-5 for Australia). 
 
The dominant message from Table 2, however, is that by far the most frequent style of equity 
withdrawal is that which occurs in situ. Equity borrowing of this type occurs less often than 
equity saving, but it dominates the equity withdrawal picture in both countries, accounting for 
9 in every 10 episodes equity extraction. This dominance is not much disturbed by including 
equity extraction through ‘last time sales’. (In the UK, last time sales account for 2.7% of all 
equity extraction episodes across the study years, and for 42% of all equity extractions 
through selling up – though we presume rather than demonstrate that the property is sold on 
death. In Australia the figures are lower; 2.6% and 20%, respectively.) In situ equity 
borrowing is, in short, a practice whose role and significance has been somewhat neglected in 




Until recently, housing wealth functioned as a relatively illiquid investment for most home-
buyers. As an asset, owner occupation worked more like a pension than a savings account; 
often it was simply rolled on to the next generation. However, such literature as there is finds 
that bequest motivations for the accumulation of housing wealth are declining, and that 
successively younger cohorts are increasingly inclined to cash in their home assets before 
they die (Haffner, 2008). The extent to which of this change is apparent from Figures 1 and 
2, which show the median values of annual withdrawals through each channel across the 




Figure 1 shows that overall, as might be expected, the largest sums extracted per episode 
pertain to the relatively infrequent event of selling up. These sums are much higher than those 
realized in any other way, exceeding six times the median for equity extractions in the UK 
and three times that for Australia. Trading on, unsurprisingly, typically results in lower values 






and divergence between these channels over the study years (Figure 2). Overall, however, the 
median cash values extracted through both these routes more than doubled in Australia and 




What is perhaps surprising, given that selling up is a method of realizing the entire 
unmortgaged value of an owned home, is that the sums raised in this way are not closer to the 
average home prices for the period. In fact, the median sums raised through selling up are less 
than half the median house prices as computed from the surveys for each jurisdiction across 
most years, with the differential narrowing over time for the UK, and widening for Australia.  
This discrepancy (which does not hold for last time sales) implies either that those who sell 
up typically occupy properties worth much less than average, or that the majority have a 
significant outstanding mortgage debt to clear. The truth is a little of each. The median value 
of properties owned by those in the selling up group is below the median house price of all 
owner-occupiers in both countries in almost every year of the study. The difference is less 
than ten per cent in some years, but has been as large as 25% in the UK (in 2002 and 2004) 
and 15% in Australia (in 2001 and 2005). Households who sell up are also more likely than 
those who do not to be carrying mortgage debt, especially in Australia. Over the study period, 
around 70 per cent of those selling up each year in Australia were carrying mortgage debt 
(compared with 49 per cent of all owner occupiers). The discrepancy in the UK is less but 
still notable: an average of 64% per year of the sellers, compared with 45% per year of all 
owners, were mortgagors.  
 
The most frequently used channel for equity extraction – in situ borrowing - realizes the 
smallest median cash sum per episode, and shows the most consistency from year to year. 
What is significant here is that these sums did not drop off as the credit squeeze tightened, 
perhaps suggesting that these actions are by established borrowers using existing mortgage 
contracts, rather than (as in the US model) through serial remortgaging with a changing suite 
of lenders. 
 
Table 3 uses population-weighted data to arrive at economy-wide estimates of the gross 
amounts withdrawn for each channel over the study years. (These weights are given for 
HILDA but imputed for BHPS.) These values are not directly comparable with those derived 
by monetary authorities from aggregate data, and are not intended to be. Measures 
appropriate for macroeconomic estimates of housing’s wealth effects (net of funds saved or 
reinvested) differ substantially from those employed to capture households’ discretionary 
spending decisions (driven by a mix of equity extraction behaviours). One striking figure 






period: an average of £80bn and $Au77bn per year (gross figures that, for the UK, are about 
£20bn pa higher than the Bank of England’s estimates of HEW net of transactions costs and 
reinvestment). If last time sales are included, the figures rise to £90.9 and $AU84.3. More 
salient still is the fact that the aggregate value of in situ equity borrowing far exceeds that of 
all the other channels in every annual cycle. This mechanism accounts overall for as much as 
two thirds of the total flow of funds from housing into the cash economy. The annual values 
of these equity borrowings held steady over the years, increased by more than fifty per cent 
across the study period and show only a slight dip (and only in the UK) with the onset of the 
global financial crisis. On the other hand, in the UK (in contrast to Australia where house 
prices have been more resilient) the sums raised through trading on more than halved, and 
those raised through selling up diminished by more than two-thirds, between 2005-6 and 
2007-8. When economies slow down uneven impacts across channels is to be expected. The 
selling up and trading on channels dry up as house prices stagnate. However, as monetary 




As a footnote to this, it is worth adding that (even without last time sales) more cash was 
extracted as HEW during the study period than was injected through a mix of mortgage 
repayments and trading up. The difference across the whole study period is £78b and 
$Au158bn. The annual pattern is shown in figure 3. If there is a trend it is toward divergence: 
equity extraction increasingly exceeds equity injection as average annual growth in equity 
extraction (at 8% and 10% for UK and Australia, respectively) surpasses average growth 
rates for equity injection (3% and 1%) in both nations.  The question this raises is how far the 
aggregate pattern plays out for households. Do equity injection and withdrawal cancel one 
another out for some households, and diverge markedly for others; are there systematic 
differences between households that are serial net equity extractors and serial equity savers; 
and what are the implications of this? 
 
To preface some answers, Table 4 shows that for all channels combined, the total value of 
HEW across the early years of the present century represent an astonishing addition to 




Among those who withdrew any equity at all in this period, the amount typically released 
increased median household incomes by over a quarter  (29%) in the UK. In Australia, the 
pattern is even more dramatic: here, the combined value of all equity withdrawal episodes 






through selling up, as might be expected: in a typical year, the median UK selling-up episode 
tripled the annual income of the median seller; in Australia the effect was to more than 
double incomes. Trading on can also release sufficient funds to double or triple the median 
annual income: a fact which might be more surprising still, given the presumption that so 
much of this behaviour is geared to trading up. Interestingly, at least 2 in 5 of those who 
release equity whilst trading on did so whilst buying a higher priced home, that is, they were 
both trading up and equity downsizing on the back of rising property prices. 
 
More striking still is a finding that the very widespread event of in situ equity borrowing 
typically increases households’ incomes by nearly a quarter in the UK, and over a third in 
Australia. These sums are not trivial, and they are extracted for no other reason than to 
supplement incomes (whether to clear other debts, repair or renovate homes, bring 
consumption forward, or meet pressing spending needs). The significance of this is 
underlined by the fact that, in every year, and to an increasing extent, equity extractions as a 
proportion of extractors’ incomes, exceeded equity injections as a proportion of injectors’ 
incomes. 
 
Adding a macro-economic perspective, Table 5 shows that, in aggregate, HEW added more 
than ten per cent to total household incomes (on average in any one year) in both the UK and 
Australia. The majority of this occurred through in situ equity borrowing. This substantial 
addition to the financial resources of the personal sector is maintained across the study 
period, offering a powerful measure of the potential importance of these under-explored 
behaviours to the whole economy. Against that background, we turn next to the vexed 




A sociology of housing finance 
 
Far too little is known about the attitudes, beliefs and behaviours that underpin HEW. This 
paper cannot fill those gaps, but it does offer some preliminary ideas based on an overview of 
who is involved and which behaviours they engage in. 
 
Figure 4 gives the median incomes of the households involved in each episode of equity 
withdrawal. Note that the values are given in Australian dollars and British pounds, as 
appropriate. Using a common currency would better enable cross-country comparison of real 
income levels, but this would involve the arbitrary selection of an annual exchange rate 
perhaps compromising the main aim of the figure, which is to compare the ranking of 






equity by selling up have incomes that are substantially below average among equity 
extractors, and somewhat lower than those of equity savers. In situ equity borrowers, on the 
other hand, have above average incomes, substantially exceeding those of equity savers (by 
over 40% in an average year in both countries). Those who release equity by trading on sit 
somewhere in the middle: their incomes on average are closest to those of equity savers. The 
indication here is that those who release equity by borrowing up do so on the back of 
reasonable and sustained incomes; those whose incomes are lower may need to trade on or 




Figures 5, 6 and 7 amplify this finding, for the UK and Australia respectively. These figures 
are based on the distribution of episodes of equity withdrawal across households with 
different characteristics. They show the difference between the sample percentage of 
extraction cycles using a particular channel, and a subgroup's percentage of extraction cycles 
using that same channel. We have also modeled these data, and present the more technical 
findings as Appendix A. The patterns are rather similar between jurisdictions. The modeling 
exercise adds a few qualifications (which are noted in the text) to the more accessible charts 




Equity extraction through selling up is disproportionately engaged in by households who are 
older (75+), widowed or separated. Each of these groups accounts for between 10 and 30 
percentage points more cycles of equity withdrawal than average. Divorce also substantially 
raises the odds of selling up, compared to being married. The age effect is in line with the 
conventional wisdom, underpinned by a life cycle approach to savings and wealth (Ando and 
Modigliani 1963); these findings also reflect newer understandings of the impact of 
separation on housing pathways (Wood and Nygaard 2010; Wood et al. 2010b). 
 
More surprising is the indication in Figure 5 that younger, single person households are also 
over-represented among those who sell up in order to extract home equity. In both countries 
the under-25s are three times as likely as the average equity extractor to use this option. 
Exiting ownership is contrary to expectations in housing systems dominated by owner 
occupation, though it is in line with the growing conviction that there is unsustainable 
financial stress at the edges of home ownership. At the very least it suggests those who 
extract equity by selling up do so as much to ‘bring forward’ their spending as to bolster 
older age. This, after all, is the equity extraction channel used by those whose incomes are 






unemployed, and who may therefore have had no option but to sell up to clear outstanding 
debts and meet pressing spending needs. It is, of course, possible that some sales among 
younger people are sales of properties they have inherited but are unable to retain, in light of 
running costs or other financial commitments. But whatever the route into ownership, it is 
clear that selling up is no longer simply about the transition to older age (whether to cover the 
costs of residential care or to add to pensions). It appears also to be about meeting the 
outgoings incurred by households in financial distress – an expensive and disruptive way of 




The household patterning of equity withdrawal through trading on is quite similar to that 
associated with selling up, except that it seems less open to younger households. It is a route 
to equity extraction for those who are older, widowed, separated or not in the labour market; 
those with no dependent children are also prevalent, especially in Australia. Although some 
of these equity extractions are associated with trading up (to reiterate, around two in five of 
those who extracted equity through trading on in this study also moved to a higher-priced 
home) the majority of episodes are engaged in by households who we might expect to be 
encountering pressing spending needs – needs which, for the moment, can be met by 




The charts for in situ equity borrowing, shown as Figure 7, are almost the mirror image of 
those for the other styles of equity extraction.  These episodes are disproportionately 
accounted for by households who are middle aged, married, have dependent children and are 
in the full or part-time labour market. Equity borrowers have the highest mean incomes of all 
equity extractors; they are higher too than those of equity savers. Furthermore, their 
borrowing capacity enables them to add significantly to their incomes on a year-by-year 
basis. Equity borrowing thus appears to be the middle-aged, middle income norm; a popular 
and effective means of using mortgage debt to bring forward spending or redistribute 
incomes across the life course. It is possible that equity borrowing in this context has a 
portfolio balancing function – something we have considered empirically elsewhere (Wood et 
al. in press). It is not clear, however, that many households would find a rate of return 
sufficiently higher than an additional property to offset the added leverage; and when equity 
borrowing funds second homes, there may be drivers other than portfolio balancing that 
dominate. Whatever the motivation, when compared to the personal and financial 







However, in related studies, we have examined these equity borrowing behaviours more 
closely, comparing them not with those who sell up or move on, but with those who pay 
down their mortgage rather than add to their leverage. That is we compare equity borrowers 
with equity savers, matching the timing of equity borrowing with that of other life events and 
household transitions (Parkinson et al. 2009; Searle 2011; Wood et al., in press). The findings 
from this part of the wider analysis suggest that, far from funding a round of exuberant 
consumption, equity borrowings are used to meet pressing spending needs, and to manage 
life events that are conventionally uninsurable (such as separation, or the needs of school-
aged children, or the anticipation of financial stress). Furthermore, although such borrowings 
tend to fill spending gaps that are potentially bridgeable, these gaps can widen over time, 




We return to this wider context in the conclusion. For now, we note that the emerging ‘safety 
net’ role for housing wealth, even among equity borrowers, puts the evidence summarized in 
Figure 8 in a rather chilling light. Taking some key (inevitably slightly different) questions 
from each national survey, this figure links the different channels of HEW to varied measures 
of financial distress. The pattern is the same across every measure for both countries.  
 
Without exception, the lowest incidence of financial distress is reported by those who, in the 
following year, did not engage in HEW. They experienced no pressing spending needs; they 
did not draw from their housing wealth. Somewhat higher rates of distress were present in the 
years preceding episodes of equity extraction. The pattern is much the same – let us call it 
moderate – for equity borrowing as for trading on, although some measures of distress (being 
unable to pay utility bills, needing help from family or friends, or feeling deprived relative to 
others) seem most salient in relation to equity borrowing. The real difference between equity 
borrowing and trading, however, might be the fact that higher incomes place equity 
borrowers in a better position, in the short term, to create a financial buffer by increasing their 
mortgage debt.  
 
The incidence of financial distress is most marked of all among those who, within a year of 
reporting it, had sold up. This group has lower incomes than any other, and it is hard to resist 
the conclusion that some of them, at least, cashed in their home as a last financial resort. 
Wood and Ong (2012) show that almost 1.65 million spells of owner occupation in Australia 
ended between 2001 and 2009.  Just under half failed to regain homeownership by during the 
study period. Evidence in Wood et al. (2010b) suggests further that the more durable 
transitions out of homeownership are primarily a result of financial stress and relationship 









There has been surprisingly little debate on the role, relevance and relative importance of the 
different channels from housing wealth to consumption. Such discussion as there is focuses 
on the resilience of whole economies, and is therefore concerned primarily with: the 
difference between indirect and direct transmission mechanisms; the distinction between 
borrowing up and selling on to raise funds; and whether the sums extracted are spent, saved 
or reinvested into property. All of this is important. However, rather little research casts light 
on the behaviours and budgetary tactics underpinning the household decisions that drive these 
processes. To be sure, there has been a flurry of interest in changing attitudes to inheritance, 
and in the interchangeability of housing wealth and pensions. However, one of the striking 
findings of the analysis here is that housing wealth is cashed in, or borrowed against, with 
some regularity, across the life course, and in sums far too large to ignore.  The story of 
housing wealth is no longer about accumulating assets over the life course or managing the 
transition to older age; it is very much about the needs and tactics of households of all ages 
and stages, and in a variety of circumstances. 
 
To tease out that wider narrative, we have examined three channels between housing wealth 
and consumption, capturing not only some well-rehearsed patterns of HEW through selling 
up or trading down, but also the less well-understood practice of MEW, both in situ, and 
through over-mortgaging or equity downsizing during residential relocation. The surprise, 
perhaps, is the prominence of in situ equity borrowing: its frequency and its magnitude, both 
for individuals and for the wider economy.  
 
The findings also cast light on the relationship between equity borrowing and the other 
channels of equity extraction. Traditionally, these channels have been thought of 
independently: one group borrows up (those with earned incomes), while another sells on 
(those old enough to be outright owners with significant housing reserves). However, the data 
presented in this paper suggest that, in practice, such distinctions are hard to sustain. It is true 
that equity borrowing is limited to those whose incomes and other circumstances allow them 
to service a loan. But such borrowing occurs across the age range of the sample; as do the 
alternatives 
 
Disney’s (2009) position is that these channels are interchangeable in principle, but that this 
is hampered by failures in the equity downsizing market. People who enter a spiral of equity 
borrowing would, from this perspective, trade down and reduce (or pre-empt) unsustainable 
debts if the transactions costs of moving were less high. Furthermore, if transactions costs 






especially for those approaching (or in) retirement. That is, older people would downsize 
more often, consistent with a life cycle model of wealth accumulation and depletion. 
 
Another possibility, more consistent with the analysis here, is that the channels are linked in a 
different way – in a chain of financial buffering for cash (liquidity)-constrained households 
with limited safety nets. This might suggest that the growing potential for HEW has 
mobilized Skinner’s (1996) precautionary savings model for housing wealth. Certainly it is 
consistent with Benito’s (2007, 2009) studies of MEW, and with related analyses of the 
drivers of equity borrowing (Parkinson et al. 2009).  
 
However, there is a fourth interpretation suggested by our findings, namely that not only are 
the channels of equity withdrawal interchangeable, but that households move between them 
systematically, in what, for many, has the potential to become an unsustainable trajectory. 
This trajectory represents the ongoing 'mining' of housing wealth to meet pressing spending 
needs. Trading down or selling up are not, from this perspective, a neutral alternative to 
equity borrowing; they are a last resort when in situ options are exhausted. There is a 
precautionary savings, and indeed a market failure, dimension to this. However, we prefer to 
think of it as a  ‘welfare-switching’ model for HEW (Smith 2012; Wood et al. 2012), in 
which equity borrowing is the first in a cascade of equity extractions effected to manage 
pressing spending needs arising from financial shocks. If there is a shift from channel to 
channel, it is thus likely to reflect a real wealth or income gap, as much as a call on 
precautionary savings or a turn in the life cycle. Institutional differences in housing markets 
aside, the similarities of financial regimes and regulations, and in the challenges of social 
policy, mean that in both Britain and Australia the various channels from housing wealth to 
consumption are together implicated in a switch away from collective insurances and towards 
more individualized (housing) asset-based welfare 
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Table 1: The potential for HEW among Owner Occupiers, 2001-08  
 
Year Sell up cycles
 
Trade on cycles In situ cycles Total 
 UK Aus UK Aus UK Aus UK Aus 
2001-2002 33 118 227 190 4,764 3,946 5,024 4,254 
2002-2003 36 99 203 199 4,741 3,602 4,980 3,900 
2003-2004 46 92 197 132 4,645 3,454 4,888 3,678 
2004-2005 28 86 171 117 4,658 3,323 4,857 3,526 
2005-2006 33 81 196 129 4,670 3,284 4,899 3,494 
2006-2007 42 81 178 118 4,539 3,196 4,759 3,395 
2007-2008 19 84 89 84 4,463 3,146 4,571 3,314 
 
Total 

























Note: Counts refer to the number of owner-occupier households in the study during each year and for each 
activity; cell totals give the number of annual episodes potentially available for equity extraction 
Source:  Authors’ calculations (BHPS and HILDA) 
 
Table 2: Equity withdrawal episodes, 2001-08, by channel 
 
Year Total number of 
equity withdrawal 
episodes 
Channel of equity withdrawal  
(row % of total equity withdrawal events) 
  Sell up Trade on 
 
In situ equity 
borrowing 
 UK Aus UK Aus UK Aus UK Aus 
2001-2002 932 919 3 13 8 9 89 78 
2002-2003 980 951 4 10 6 8 90 81 
2003-2004 921 816 5 11 6 6 89 83 
2004-2005 948 799 3 11 9 8 88 81 
2005-2006 887 771 4 11 9 8 87 81 
2006-2007 855 789 5 10 9 8 86 82 
2007-2008 728 684 3 12 7 8 91 80 
 

















         






Table 3: Aggregate values of housing equity withdrawal, annually, 2001-2008   
 
Year Equity withdrawal channel 
 Sell up  Trade on 
 
In situ equity 
borrowing 
All channels 
















2001-2002 6.5 11.4 7.9 9.6 36.8 37.7 51.1 58.7 
2002-2003 10.6 15.6 12.6 9.8 48.3 49.1 71.5 74.5 
2003-2004 9.2 14.8 18.6 7.9 52.1 51.2 80.0 74.0 
2004-2005 9.1 12.1 14.1 7.2 59.7 54.2 83.0 73.5 
2005-2006 18.6 15.2 26.1 7.8 62.1 52.0 106.9 75.0 
2006-2007 22.0 12.3 9.6 8.9 58.8 59.8 90.4 80.9 
2007-2008 4.7 15.5 11.9 17.3 62.6 68.7 79.2 101.4 
Total  80.8 96.9 100.7 68.5 380.5 372.6 562.0 538.0 
 
Source: Authors’ calculations (BHPS and HILDA) 
Note: Population weighted data (see footnote 7) 
 
 
Table 4: Ratio of median equity withdrawn to median gross household income, 2001-2008 
 
Year Equity withdrawal 
 Selling up Trading on equity 
withdrawal 
In situ equity 
borrowing 
        All 
 UK Aus UK Aus UK Aus UK Aus 
2001-2002 191.0 195.6 49.6 118.6 15.3 28.7 19.1 44.3 
2002-2003 293.8 293.3 67.5 168.0 21.1 34.0 25.3 47.6 
2003-2004 323.3 354.0 108.5 197.8 28.8 41.0 29.6 48.1 
2004-2005 324.6 274.9 71.8 125.2 24.8 34.6 28.1 47.8 
2005-2006 504.2 299.0 94.9 120.5 27.3 36.4 30.0 51.9 
2006-2007 489.6 247.6 65.2 153.3 23.5 33.2 27.1 47.5 
2007-2008 437.7 281.5 172.8 174.6 23.5 36.7 25.4 50.8 
Average 345.5 267.9 82.4 147.1 22.4 33.8 28.6 48.2 
Source: Authors’ calculations (BHPS and HILDA) 








Table 5: Aggregate housing equity withdrawn in the economy as a percentage of gross household income 
in the economy, 2001-2008  
 
 Selling up Trading on 
 





UK Aus UK Aus UK Aus 
2001-2002 1.0 2.5 1.2 2.1 5.7 8.4 8.0 13.0 
2002-2003 1.6 3.3 1.9 2.1 7.2 10.5 10.7 15.9 
2003-2004 1.3 3.0 2.7 1.6 7.5 10.2 11.5 14.8 
2004-2005 1.3 2.2 2.0 1.3 8.5 9.9 11.8 13.4 
2005-2006 2.6 2.6 3.7 1.3 8.7 8.7 14.9 12.6 
2006-2007 3.0 1.9 1.3 1.4 7.9 9.3 12.2 12.6 
2007-2008 0.6 2.2 1.5 2.5 8.0 9.8 10.1 14.5 
Total  1.6 2.5 2.0 1.8 7.7 9.5 11.3 13.8 
Source: Authors’ calculations (BHPS and HILDA); Office for National Statistics (2009), Social Trends 40,  
Note: The percentage for each channel is derived by dividing housing equity withdrawn (population weighted) 






















































2001-2002 2002-2003 2003-2004 2004-2005 2005-2006 2006-2007 2007-2008
Aus $UK £
Selling up UK Trading on UK
Selling up Aus Trading on Aus
In situ equity borrowing UK In situ equity borrowing Aus
 
Source: Authors’ calculations (BHPS and HILDA) 
 
 
















2001-2002 2002-2003 2003-2004 2004-2005 2005-2006 2006-2007 2007-2008
Aus $bnUK £bn
Equity withdrawal UK Equity injection UK
Equity withdrawal Aus Equity injection Aus
 















































Figure 5.  Episodes of equity extraction on selling up, 2001-2008 
(a) Sell up, UK 




















% point deviation from mean
 
 
(b) Sell up, Australia 



























Figure 6  Episodes of equity extraction on trading on, 2001-2008 
(a) Trade on, UK 
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(b) Trade on, Australia 



























Figure 7.  Episodes of equity extraction on in situ equity borrowing, 2001-2008 
(a) In situ equity borrowing, UK 
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(b) In situ equity borrowing, Australia 




















% point deviation from mean
 
Source for Figures 5, 6 and 7: Authors’ calculations (BHPS and HILDA) 
Note for Figures 5, 6 and 7: Charts show the percentage deviation from the mean in the proportion of equity 






Figure 8: Percentage within each channel of equity withdrawal who were in financial stress in the year 









Difficulty managing financially Difficulty paying for housing in
past year
Experiencing material
deprivation relative to others in
same society
%
Selling up episodes Trading on episodes

























Selling up episodes Trading on episodes
In situ equity borrowing episodes Equity saving episodes
 
Source: Authors’ calculations (BHPS and HILDA) 
Note: Experiencing of relative material deprivation refers to difficulty keeping the home adequately warm, 
paying for a week’s annual holiday away from home, replacing worn out furniture, buying new, rather than 
second hand, clothes, affording meat, chicken or fish at least every second day, or having visitors for a drink or 








Figures 5, 6 and 7 show the incidence of episodes of equity withdrawal among households 
with different characteristics. They represent the extent to which equity extraction through a 
given channel is disproportionately associated with particular individual or household 
attributes. This Appendix gives findings from a multivariate modeling exercise that explores 
this relationship. The conclusions are similar, but the results offer additional insights into the 
strength of the relationships between different socio-economic and demographic 




The aim is to estimate the likelihood of equity extraction for each channel as a function of the 
personal characteristics of equity extractors.  There are 6 random effect logit models (one for 
each channel in each country) using the characteristics reported in figures 5, 6 and 7 as 
regressors. These characteristics are represented by a series of dummy variables, with 
regression coefficient estimates for each characteristic category defined by reference to an 
omitted category that is identified in the list below: 
 
 With dependent children, without dependent children (omitted). 
 Legally married (omitted), de facto, separated, divorced, widowed, single.  
 Employed full-time, employed part-time, unemployed, not in the labour force (omitted). 
 15-24 years, 25-34 years, 35-44 years, 45-54 years, 55-64 years, 65+ years (omitted). 








The sample (as in the figures) comprises episodes of equity extraction only; annual cycles 





Results are presented in the form of odds ratio estimates in tables A.1, A.2 and A.3 below. 
These ratios refer to the odds of one type of person or household having engaged in equity 
extraction, compared to the likelihood of a person or household in the omitted category 
having done so. Using odds ratios gives the table entries an intuitive interpretation that is 
easier to grasp than raw coefficient estimates (Singer and Willet, 2003). For example, the 
likelihood of UK divorcees extracting equity by selling up (Table A.1) is over four and a half 
times greater than that of the omitted category, continuously married. This is represented by 
an odds ratio for divorced of 4.7. 
 
The models overall are statistically significant at the 1% level (1, 5 and 10 per cent flags for 
individual odds ratios are given in the tables). The findings are consistent with those reported 
in the text: selling up and trading on are more likely to occur in the later stages of the life 
course, and the inclination to use these channels is particularly strong among those older 
persons that have experienced marital breakdown, or widowhood, and are not employed. In 
situ equity borrowing is much more probable among the employed middle-aged, particularly 









Table A.1 : Odds of selling up as a function of key personal characteristics, 2001-2008 
Characteristics UK  Aus  














































































































Wald Chi2(20) 110.340 *** 498.63 *** 
Ρ 0.519  0.192  
Source: Authors’ calculations (BHPS and HILDA) 
Note: Standard errors are reported in parentheses. *** represents statistical significance at the 1% level, ** 
represents statistical significance at the 5% level and * represents statistical significance at the 10% level. The 
omitted categories are Legally married, Out of labour force, 65 years or over, and 2007-08. The UK (Australian) 
sample comprises 9,604 (11,636) person-period observations of equity extraction. In the BHPS, dependent 
children are defined as a child aged under 19 years old who live in the same household as the parent. Dependent 
children in HILDA are defined as a child under 15 years old or a single dependent student aged 15-24 years old 









Table A.2 : Odds of trading on as a function of key personal characteristics, 2001-2008 
Characteristics UK  Aus  














































































































Wald Chi2(20) 270.30 *** 296.41 *** 
ρ 0.133  0.159  
Source: Authors’ calculations (BHPS and HILDA) 
Note: Standard errors are reported in parentheses. *** represents statistical significance at the 1% level, ** 
represents statistical significance at the 5% level and * represents statistical significance at the 10% level. The 
omitted categories are Legally married, Out of labour force, 65 years or over, and 2007-08. The UK (Australian) 
sample comprises 9,604 (11,636) person-period observations of equity extraction. In the BHPS, dependent 
children are defined as a child aged under 19 years old who live in the same household as the parent. Dependent 
children in HILDA are defined as a child under 15 years old or a single dependent student aged 15-24 years old 









Table A.3: Odds of in situ equity borrowing as a function of key personal characteristics, 2001-2008 
Characteristics UK  Aus  














































































































Wald Chi2(20) 364.05 *** 668.09 *** 
ρ 0.185  0.235  
Source: Authors’ calculations (BHPS and HILDA) 
Note: Standard errors are reported in parentheses. *** represents statistical significance at the 1% level, ** 
represents statistical significance at the 5% level and * represents statistical significance at the 10% level.  The 
omitted categories are Legally married, Out of labour force, 65 years or over, and 2007-08. The UK (Australian) 
sample comprises 9,604 (11,636) person-period observations of equity extraction. In the BHPS, dependent 
children are defined as a child aged under 19 years old who live in the same household as the parent. Dependent 
children in HILDA are defined as a child under 15 years old or a single dependent student aged 15-24 years old 
who is studying full-time and lives with a parent in the same household.  
 
 
 
 
